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This research paper study the on efficiency level for all Islamic banks in Malaysia during 
the year 2008 to 2016.Other than that, this research paper compare the efficiency of the 
local Islamic banks and foreign Islamic bank in Malaysia during the same period of the 
study. The efficiency of all Islamic in Malaysia is measured by utilizing Data Envelopment 
Analysis. The data are extracted by Bank scope and Annual Report from 2008 to 2016. The 
samples consisted of 16 Islamic banks in Malaysia. In overall, the finding shows that 
Islamic banks in Malaysia perform efficiently. Other than that, the finding shows that local 
Islamic banks more efficient compare to foreign Islamic banks. Hence, the findings of this 
research have policy implications and make a contribution to policy-making by providing 
empirical evidence on the performance of the Islamic banks and their efficiency level. 






Kertas kajian ini menjalankan kajian terhadap tahap kecekapan perbankan Islam yang 
terdapat di Malaysia ini dari tahun 2008 sehingga tahun 2016. Selain itu, kertas kajian ini 
juga membuat perbandingan kecekapan di antara bank Islam tempatan dan bank Islam 
asing dalam tempoh kajian yang sama. Kaedah kajian ini, menggunakan kaedah Data 
Envelopment Analysis atau DEA. Data mengenai bank Islam yang terdapat di Malaysia 
diperolehi melalui bank scope dan laporan tahunan bank Islam dari tahun 2008 sehingga 
tahun 2016. Sample kajian pula, terdiri daripada 16 bank Islam yang terdapat di Malaysia. 
Hasil kajian ini mendapati bank-bank Islam ini menunjukkan kecekapan dari tahun kajian 
yang telah dijalankan. Di samping itu juga, hasil kajian ini juga menunjukkan bank Islam 
tempatan mempunyai tahap kecekapan yang lebih baik berbanding bank Islam asing. 
Diharapkan semoga hasil kajian ini, mampu memberikan sumbangan kepada pihak yang 
berkepentingan dan penggubal polisi dengan memberikan informasi mengenai prestasi 
bank Islam dan tahap kecekapan bank Islam yang terdapat di Malaysia ini secara bukti 
empirical. 
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1.1 Background of the Study 
 
1.1.1  History of Bank  
 
The word bank is derived from the Italian word “banco” (long beach), because the 
Jewish bankers sat there while providing currency exchange and loan services, 
normally in popular areas such as markets or preaching halls. Bank may also trace its 
origins from Germany word “banch” meaning “a pile”. The term that Germans used is 
to represent a kind of public debt. Historically, banks functioned to provide deposit, 
loan, and currency exchange services. With time, these banking services became crucial 
to a nation’s economic advancement. Jews who immigrated to England during the reign 
of William the Conqueror (1028-1087) dominated the banking business. Jewish 
bankers provided loans to businessmen and demanded collateral such as land, 
diamonds, gems, and precious objects, but with a very high interest rates.  
In 14th century, goldsmiths from Florence, Venice and Genoa took over the Jewish 
banking, goldsmith, and pawnshop businesses. These banks were located at Lombard 
Street, and by the 17th century, they were providing nearby firms with secure good owns 
for gold and cash. During the Industrial Revolution in 18th century, the administration 
and management of banking in England had grown considerably. Early in the following 
century, banker broadened their operations to offer several types of deposits and cashier 
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